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Executive Summary 


On the occasion of Telefilm Canada’s 30th anniversary in February 1998, the 
Minister of Canadian Heritage, Sheila Copps, launched a review of Canada’s 
feature film policy. 


To assist in this study, Minister Copps called together individuals from the 
feature film industry for guidance. Our 13-member group represents a cross- 
section of the disciplines involved in the production, distribution and exhibition 
of Canadian feature films. Together we have experience in each region of Canada 
and know the international world of film well. 


Our collaboration in reviewing Canada’s feature film policy has benefited from 
the informed and enthusiastic input of close to 100 individuals, associations and 
businesses. We also benefited from round-table consultations held during the 
summer with over 80 feature film industry experts. 


The written briefs, Internet submissions and regional consultations described 
traditional challenges for Canadian feature films, and many contributors provided 
thoughts on innovative solutions. The Feature Film Advisory Committee has come 
to a consensus — with only a couple of exceptions — on the direction the federal 
government must now take. 


We believe that our package of recommendations will be instrumental in 
increasing the production capacity, diversity and availability of Canadian films. 


Landmarks in a Less Than Hospitable Environment 


Canadians like to go to the movies. Cinema attendance and box-office receipts 
are climbing. 


What’s more, Canadians have a great attitude about filmmaking in Canada. 
Angus Reid polling shows that a majority of those surveyed believe that it’s 
important to have Canadian films to choose from at their local theatres. 


Canadians aren’t alone in their appreciation of Canadian feature films. Around 
the world, Canadian films and filmmakers are making waves at important film 
festivals in Berlin, Cannes, Venice and at Sundance — to name just a few. 
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C't'a ton tour, Laura Cadieux (It's Your Turn, Laura), The Confessional, Crash, The 
Decline of the American Empire, Double Happiness, Eldorado, Exotica, The Hanging 
Garden, Jésus de Montréal, Last Night, Les Boys, The Red Violin, The Sweet 
Hereafter, Thirty-two Short Films about Glenn Gould, Un zoo la nuit, August 32nd 
On Earth, and 2 Seconds are just some of the Canadian films that 

have earned international acclaim and box-office success. 


These films, and the creative talent who are responsible for bring- 
ing them to the screen, instill pride in Canadians. They project an 
image of our country and ourselves abroad — providing immeasur- 
able goodwill and promotion of Canadian culture and commerce. 


Economically, feature films form an integral part of the larger film 
and television production sector that accounts for more than 
30,000 direct jobs and contributes $2.8 billion to Canada’s econo- 
my. This industrial engine is fuelled by the combined support of the 
private and public sectors. Every dollar of federal investment in fea- 
ture film generates another $3.88 in investment from other sources. 
Together this investment has a spin-off effect in supplier and relat- 
ed sectors. 


These achievements cannot be discussed without an honest look at 
the less than hospitable environment in which Canadian filmmak- 
ers work. In fact, this environment has been consistently hostile to 
the creation of Canadian feature films even before the government 
began planning active financial support for feature films in the 1960s. 


On average, Canadian films capture only 2 to 3% of the box office. 
More than 85% of the money Canadians spend at the cinema flows 
to non-Canadian businesses. These statistics raise issues about the 
films against which Canadian features compete. The average budget 
of a Canadian feature fails to compare with other countries. These 
days we tend to put down $1.5 million to make a film and 10% of that, or 
$150,000, to promote it. In contrast, US filmmakers spend around $76 million 
ona film, of which $20 million is spent on world marketing alone. 


Canadian film budgets have also been dropping over the past few years, in part 
due to reduced government funding. This in turn restrains filmmakers’ story- 
telling and restricts artistic range. 





Director Francois Girard sets 
up a shot for THE RED VIOLIN 
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The Road to Feature Film Success 


Canadian filmmakers don’t seek to imitate the skyrocketing budgets of 
Hollywood. However, we do believe that the public and private sector must 
work together to foster an environment where filmmakers have access to secure 
financing and have the ability to set aside reasonable funds for promotion. 


Having considered the world in which film operates, the industry’s successes and 
continuing challenges, our recommendations present what we believe is the best 
“package” of initiatives to achieve our objectives for Canadian feature film. 


Our overall conclusions include the following points: 


e Structural changes must be implemented in tax programs supporting 
Canadian feature films to improve their effectiveness. 


e A significant new federal investment is necessary to foster a healthy 
Canadian feature film industry. 


e Existing institutions and programs must be consolidated and refocused 
to maximize their benefit to the feature film industry and to Canadian 
moviegoers. 


Simply put, by the year 2004 our goal is to see, at minimum, 
achievement of the following objectives: 

® an increase in Canadian films’ share of screen time from 2% to 10%; 

@ an increase in the number of Canadian feature films produced each year; 

® an increase in Canadian films’ share of box-office revenues; 

® an increase in the quality of the Canadian films produced; 

® an increase in the average budget of Canadian films; 

© an increase in support by the public sector for Canadian feature films; 


an increase in investment by the private sector in Canadian feature films; 
and 


® an increase in the strength and quality of Canadian distribution and 
marketing efforts. 


To achieve these goals, the public and private sectors must work together to 
ensure that the Canadian feature film industry has sufficient financial resources 
to make available films that Canadians and the world will want to watch. 
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We unanimously recommend that a minimum of $150 million per year be made 
available for the industry to achieve the goals we have set. This amount com- 
bines funds from existing sources with a renewed investment of $50 million from 
the federal government. The key components of the $150-million pool are 
reflected in the recommendations that follow. 


1. The federal government should amend the Production Services Tax 
Credit to ensure that only Canadian feature film producers producing 
Canadian feature films for theatrical release are permitted access to 
the program. The Committee recommends that the tax credit calcula- 
tion be increased from a rate of 11% to at least 20% and that the 
calculation be made much more straightforward and be based on 
uncapped labour costs. 


This approach would result in a much simpler calculation of the tax 
credit and would eliminate many of the tests that currently favour 
foreign producers over Canadian producers. This change would 
demonstrate the federal government’s commitment to the feature 
film industry by providing it with its own dedicated tax program 
without requiring any new fiscal resources. 


It is estimated that these changes would provide Canadian producers 
with about $55 million for Canadian productions. 


2. A new feature film fund should be created, consisting of: 


¢ an infusion of at least $50 million in new federal money to 
support the production, distribution and marketing of Canadian 
feature films; and 


¢ the consolidation of at least $53 million of the existing funds 
supporting feature films at Telefilm Canada and the Canadian 
Television Fund. 


3. The new feature film fund should function as follows: 


¢ a majority of the funds (up to 80%) should flow through an 
automatic trigger based on box-office receipts and 


international success; 
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e no less than 20% of the funds should flow on a selective basis 
and targeted to projects not qualifying under the automatic fund 
as well as to emerging filmmakers, training and Canada’s 
cinematheques; and 


e the fund should be governed by a joint private- and public-sec- 
tor board of directors, with a majority of board members being 
industry representatives. 


4. A stronger partnership with Canada’s national cultural institutions 
should be forged, with: 


© a commitment of at least $25 million by CBC/SRC to increase 
investment in and licensing of independently produced Canadian 
feature films; and 


e a contribution of at least $5 million to a fund for emerging 
filmmakers by the National Film Board of Canada. 


5. The Canadian Radio-television and Telecommunications Commission 
(CRTC) should be directed to work with Canada’s broadcasters to 
increase their involvement in the independent production, scheduling 
and promotion of Canadian feature films. 


6. New regulatory or legislative options to strengthen the Canadian 
distribution sector should be developed. 


7. Options for increasing private-sector funding should be considered, 
including: 


e Telefilm’s loan guarantee program; and 
e the creation of a labour-sponsored venture capital fund. 


Essentially, we believe that Canada must foster an environment in which 
Canadians have more and more Canadian films to choose from, where Canadian 
filmmakers can continue to make outstanding films, and Canada can go on 
winning international acclaim for innovative and entertaining films. 


Canadians deserve to see themselves, their history, their geography and their 
dramas interpreted in films. 
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1. Introduction 


Contrary to predictions that the influential Baby Boomer demographic would 
experience a “nesting” phase, film is a hot medium and Canadians are flocking to 
the cinema. Movie theatre attendance is climbing steadily. Twenty million more 
tickets were sold in 1996-97 than were sold five years before. That added up to 
92 million admissions.’ This avid interest has lead to record-breaking box-office 
receipts of $441 million in 1996-97, up from $380 million five years earlier.’ 


In general, Canadians have very healthy attitudes toward the Canadian film 
industry. A majority of respondents believe it is important that Canadian features 
be shown in Canadian theatres. They also feel that Canadian feature films are of 
comparable quality with those made in other countries and that there should be 
more promotion of Canadian movies at home and abroad.+ 


It’s not just Canadians that appreciate Canadian films. Of the 7,000 films 
produced worldwide, Canadian productions are consistently selected for — and 
win recognition at — film festivals around the world, including prestigious events 
in Berlin, Cannes, Venice and Sundance. 


C’'t'a ton tour, Laura Cadieux (It’s Your Turn, Laura), The Confessional, Crash, The 
Decline of the American Empire, Double Happiness, Eldorado, Exotica, The Hanging 
Garden, Jésus de Montréal, Last Night, Les Boys, The Red Violin, The Sweet 
Hereafter, Thirty-two Short Films about Glenn Gould, Un zoo la nuit, August 32nd 
On Earth, and 2 Seconds are part of a long list of the Canadian films that have 
earned acclaim and box-office success. 


There’s a great deal of teamwork necessary to deliver these movies to the screen. 
In this report, when we refer to “production”, we include all aspects of the film- 
making process — from creative conception to script development and principal 

photography to post-production. 


Canadian directors such as Denys Arcand, Charles Binamé, Manon Briand, 
David Cronenberg, Atom Egoyan, Denise Filiatrault, Thom Fitzgerald, Frangois 
Girard, Robert Lepage, Guy Madden, Bruce McDonald, Don McKellar, Patricia 
Rozema, Mina Shum, John Smith, Lynne Stopkewich and Denis Villeneuve 
stand out as filmmakers who have won international praise for their work and 
have attracted enthusiastic audiences to see their films. 





! Speech marking the 30th anniversary of Telefilm Canada, Montreal, February 1998 

2 Statistics Canada, Canada’s Culture, Heritage and Identity: A Statistical Perspective, Cat. #87-21- 
XPB (December 19, 1998) & Motion Picture Theatres Survey Cat. #87FOOO9XPE (August 24, 1998) 
Ibid. 

4 Angus Reid Group Inc., Canadians at the Movies: Attitudes and Behaviours towards Canadian 
Cinema, April 1998 
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These creators instill pride in Canadians, and we must encourage an environ- 


ment in which they, and all the talented filmmakers, writers and actors, can con- 
tinue to create outstanding Canadian feature films. 


Their work projects the image of our country and ourselves abroad — providing 
immeasurable goodwill and promotion of Canadian culture and commerce. 
Feature films remain an emblem of any country’s drive to export its culture, and 
Canada cannot afford to be left out. 


Economically, the film industry plays an integral part in Canada’s film and 
television production sector, accounting for more than 30,000 direct jobs and 
contributing $2.8 billion to Canada’s Gross Domestic Product.° 


Based on Canadian Heritage estimates, every dollar of federal investment in 
feature film (primarily 
through the Canadian Film 
or Video Production Tax 
Credit and Telefilm Canada) 
generates an investment of 


$3.88 from all other 


sources.® 


These figures alone point to 
the enormous contribution 
of the private sector to the 
film and television produc- 
tion business. From produc- 
ers, who raise the funds to 
make a film and, in addition 
to investing, often absorb 
considerable infrastructure 
costs in an effort to see it 
succeed, to distributors who 
help with financing and 
often absorb significant 
distribution expenses, to 
broadcasters — the private 
sector is integral to 
Canadian filmmaking. 








> Statistics Canada includes figures generated by production, distribution, videocassette 
wholesaling and movie theatre exhibition. Television productions are also captured 

in these figures because most feature film producers are involved in both spheres of 
activity. 

® Including all other public sources such as the provinces. 


a os : a 3 os xt 3 2 aA Beye eer ae 





2. Canada’s Cinema Verité 


The problems facing Canadian cinema are not new and existed even before the 
federal government began planning active financial support for feature film pro- 


duction in the 1960s. 


Canadian films account for only 2 to 3% of movie box-office revenues annually.’ 
Québec films, on average, reach a slightly higher 4%-mark. This situation results 
in more than 85% of the money Canadians spend at the cinema flowing to non- 
Canadian businesses.* Moreover, because of funding cuts in the public sector, and at 
Telefilm Canada in particular, Canadian producers’ access to support has become 
increasingly insecure. 


As a result, for Telefilm-financed projects between 1990 and 1995, the average pro- 
duction budget of English-language films dropped from $4.2 million to $1.6 million. 
French-language film budgets dropped from an average of $2.9 million to $1.5 
million.’ In the three years since, budgets have remained more or less at the same 


levels. 


To put these figures in a global context, Canada’s average production budgets are 
not competitive with those of other developed countries. (See Figure 1.) Our 
budgets have shrunk since the 1980s, while those in Europe have grown. 


Figure 1. 
AVERAGE PRODUCTION BUDGETS IN 1995 OR 1996 


$ MILLIONS 


U.S. (U.K. MRBFRANCE [CANADA 





Source: Michel Houle, 1997 





7 Paul Audley & Associates Ltd., A Review of Trends and Policy Issues in the Canadian Film Exhibition 
Industry, September 1997, p. 4. 

8 Canadian firms distribute non-Canadian films, partially accounting for the difference between 
box-offices revenues for Canadian films and the 15% of Canadian consumer spending remaining in 
the country. 

° Mandate Review Committee, Making Our Voices Heard: Canadian Broadcasting and Film for the 
21st Century, 1996, p. 210. 
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‘or filmmakers, smaller budgets restrain storytelling and restrict artistic reach. 
Shooting schedules and locations are reduced and essential special effects and 
post-production work are cut. A historical romance like Claude Jutra’s 1973 
adaptation of Anne Hébert’s Kamouraska could not be produced on today’s shoe- 
string budgets, and filmmakers have shied away from other Canadian literary 
classics because of the costs of adapting the stories for the big screen. 


These days the average production budget of an American movie is around 

$76 million — of which some $20 million is spent on world-wide marketing and 
publicity. In comparison, two thirds of the films financed by Telefilm’s Feature 
Film Fund spend less than $150,000 on marketing.!° Research consistently 
demonstrates that there is a direct correlation between a film’s marketing budget 
and its box-office success. 


While Canadian filmmakers don’t seek to imitate the skyrocketing budgets of 
Hollywood, we do believe it is essential that our domestic film industry has access 
to secure financing and reasonable promotion budgets. 


Recent efforts in Québec to promote C’t’a ton tour, Laura Cadieux and Les Boys, 
among others — by taking creative talent to key cities across the province and 
focusing on local promotion (have demonstrated that promotional campaigns 
designed for Canadians deliver audiences. These promotional efforts are credited 
for Québec films’ domination of the Québec box-office this past fall. 


Canadians — young and old — deserve to see themselves and their history 
interpreted in films. 





'© Michel Houle, Report on the Production and Distribution of Canadian Features, 1997, p. 31. 
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3. Where We Go from Here 


On the occasion of Telefilm Canada’s 30th anniversary in February 1998, the 
Minister of Canadian Heritage, Sheila Copps, announced a review of Canada’s 
feature film policy. 


Since then, government and industry have benefited 
from the input of approximately 100 individuals, associ- 
ations and businesses. The review process has included 
5 regional consultations involving over 80 experts from 
the film sector representing all aspects of creation, dis- 
tribution and exhibition. 


The Feature Film Advisory Committee carefully consid- 
ered all other proposals raised throughout the review 
process. Our recommendations are based on what the 
Committee believes represent the best combination of 
initiatives to achieve our objectives for Canadian fea- 
ture film. 


Our overall conclusions include the following points: 


¢ Structural changes must be implemented in tax programs supporting 
Canadian feature films to improve their effectiveness. 

¢ A significant new federal investment is necessary to foster a healthy 
Canadian feature film industry. 


e Existing institutions and programs must be consolidated and refocused 
to maximize their benefit to the feature film industry and to Canadian 
moviegoers. 


We believe our recommendations will be instrumental in increasing the 
production capacity, diversity and availability of Canadian films. 


Goals for Canada’s Feature Film Industry 


Simply put, by the year 2004 our goal is to see, at minimum, 
achievement of the following eight objectives: 


@ an increase in Canadian films’ share of screen time from 2% to 10%; 





Sandra Oh in Don McKellar’s 
LAST NIGHT 
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an increase in the number of Canadian feature films produced each year; 
© an increase in Canadian films’ share of box-office revenues; 

° an increase in the quality of the Canadian films produced; 

e an increase in the average budget of Canadian films; 

® an increase in support by the public sector for Canadian feature films; 


® an increase in investment by the private sector in Canadian feature films; 
and 


@ an increase in the strength and quality of Canadian distribution and 
marketing efforts. 


The achievement of these reasonable and time-bound goals will ensure that we 
will have Canadian entertainment choices throughout the year in theatres and 
video stores, on pay-TV, conventional television channels and appropriate 

specialty services, and within new technologies, well into the new millennium. 


Cornerstone Changes 


To achieve these goals, the public and private sector must work together to 
ensure that the Canadian feature film industry has sufficient financial resources 
to make available films that Canadians and the world will want to watch. 


We unanimously recommend that a minimum of $150 million per year — mostly 
from existing sources combined with a renewed investment from the federal gov- 
ernment — be made available for the industry to achieve the goals we have set. 


The key components of the $150-million pool are reflected in the recommenda- 
tions that follow. 


1. The federal government should amend the Production Services Tax 
Credit to ensure that only Canadian feature film producers producing 
Canadian feature films for theatrical release are permitted access to 
the program. The Committee recommends that the tax credit calcula- 
tion be increased from a rate of 11% to at least 20% and that the 
calculation be made much more straightforward and be based on 
uncapped labour costs. 
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This approach would result in a much simpler calculation of the tax 
credit and would eliminate many of the tests that currently favour 
foreign producers over Canadian producers. This change would 
demonstrate the federal government’s commitment to the feature 
film industry by providing it with its own dedicated tax program 
without requiring any new fiscal resources. 


It is estimated that these changes would provide Canadian producers 
with about $55 million for Canadian productions. 


2. The federal government should create a new feature film fund (con- 
solidating existing and new resources) consisting of: 


e an infusion of at least $50 million in new federal money to sup- 
port the production, distribution and marketing of Canadian fea- 
ture films; and 


e the consolidation of at least $53 million of the existing funds 
supporting feature films at Telefilm Canada and the Canadian 
Television Fund (Telefilm Canada, $38 million; Canadian Television 
Fund, $15 million). 


3. The new feature film fund should function as follows: 


© a majority of the funds (up to 80%) should flow through an 
automatic trigger based on box-office receipts and international 
success; 


e no less than 20% of the funds should flow on a selective basis 
and would be targeted to projects not qualifying under the auto- 
matic fund as well as for emerging filmmakers, training and 
Canada’s cinematheques; and 


e the fund should be governed by a joint private-and public- 
sector board of directors, with a majority of board members 
being industry representatives. 
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4. A stronger partnership with Canada’s national cultural institutions 
should be forged, with: 


eo © a commitment of at least $25 million by the CBC/Radio-Canada 
4, to increase investment in and licensing of independently 
produced Canadian feature films; and 


© a contribution of at least $5 million for emerging filmmakers by 
the National Film Board of Canada. 


5. Increased involvement of public and private broadcasters in the 
independent production, scheduling and promotion of Canadian 
feature films should be fostered. 


6. The Canadian distribution sector and marketing of Canadian films 
should be strengthened through regulatory or legislative options. 


7. A number of options for increasing private-sector investment should 
be examined and considered. 


While we recommend that a minimum of $150 million — mostly from existing 
sources combined with new resources — be made available for the industry, the 
recommendations outlined above could raise approximately $188 million for the 
feature film industry (see figure 2). 


Figure 2. 


SOURCE OF FUNDS AMOUNT ($ MILLIONS) 


Revamped Production Services Tax Credit 


New Resources 
Federal governement investment 


(©) 


Existing Resources 


Telefilm Canada funds supporting feature film 
Canadian Television Fund 


National Cultural Institutions 
CBC/SRC 
National Film Board 
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4. Revamping the Production 
Services Tax Credit 


We recommend that the federal government revamp the Production Services 
Tax Credit!! to reflect the greater importance of the Canadian feature film indus- 
try over non-Canadian production. 


The federal government should amend the Production Services Tax Credit to 
ensure that only Canadian feature film producers producing Canadian feature 
films for theatrical release are permitted access to the program. The Committee 
recommends that the tax credit calculation be increased from a rate of 11% to at 
least 20% and that the calculation be made much 
more straightforward and be based on uncapped 
labour costs. 


This approach would result in a much simpler calcu- 
lation of the tax credit and would eliminate many of 
the tests that currently favour foreign producers over 
Canadian producers. This change would demonstrate 
the federal government’s commitment to the feature 
film industry by providing it with its own dedicated 
tax program without requiring any new fiscal 
resources. 


Revenue Canada appraises the federal Production 
Services Tax Credit at $55 million. This program 
benefits foreign producers — to the detriment of 


Canadian producers, who must compete for the ser- Chaciotie Trier aad 
vices of Canada’s professional film crews. It is perceived as easier to access, and it Dino Tavarone in 
provides a greater monetary benefit to foreign producers, than the Canadian Film Manon Briand’s 


or Video Production Tax Credit aimed at Canadian producers. As such, the Sanus 


Production Services Tax Credit is viewed as an instrument that is inconsistent 
with other federal public policies that foster Canada’s cultural industries. 





'! The Film and Video Production Services Tax Credit should not be confused with the similarly 
named Film and Video Production Tax Credit, which provides about $60 million a year for the produc- 
tion of “certified” Canadian film and television products. 
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Several factors lead us to conclude that non-Canadian producers will have more 
than enough incentive to continue to make films in Canada even if this tax 
benefit is reduced. For instance, individual provinces have programs of their 
own to attract both Canadian and non-Canadian productions to a region. These 
incentives average around 11%. 


In addition, since the tax credit was introduced in 1997, the value of the 
Canadian dollar has dropped more than 10%. The strong US dollar gives an 
American producer incredible buying power in all aspects of production and 
support services. In our experience, talented Canadian crews are generally more 
affordable than those with equivalent expertise in the US. 


As a result of these observations, in our view US productions will continue to 
shoot here, even if the Production Services Tax Credit is modified. 





Louis Saia’s LES BOYS II 
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5. A New Feature Film Fund 


If the Canadian film industry is to increase its market share and meet the bench- 
marks we have set for the next five years, there must be an increase in public 
sector resources. A new feature film fund should be created by consolidating 
amounts reserved for feature film at Telefilm Canada and the Canadian 
Television Fund. An additional $50 million or more of new federal funds should 
supplement the new fund. 


This new feature film fund would serve to: 
¢ increase the financial resources available for Canadian feature 
film production; 
® put more Canadian feature films into Canadian theatres; 
® increase the competitiveness of Canadian feature films; 
¢ increase the dollars available for promotion and marketing; 
¢ improve training and mentoring programs; and 


® preserve our cinematic heritage. 


Increased Federal Funding 


Our recommendation that the federal government infuse a minimum of 

$50 million into the new fund is based on our goal to create a pool of at least 
$150 million for Canadian features. Additional public funding will increase the 
number of Canadian feature films produced annually. It will allow for higher 
production and marketing budgets, enabling Canadian filmmakers to remain 
competitive with better-financed competitors and keep pace with co-production 
partners. It will also foster a continuity of opportunity for Canada’s film production 
talent. 


There are a number of ways the federal government could raise this $50-million 
contribution to the new feature film fund in addition to seeking funds from 


Ottawa’s general revenues. 
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ommittee members!” suggest a levy on gross receipts of all theatrical and video 
distributors operating in Canada. By our estimation, a 3.5% levy could raise 
about $65 million to support the production and marketing of Canadian features. 
Levelling an across-the-board fee would comply with Canada’s trade obligations 
for national treatment and secure a significant contribution to the production of 
new Canadian films. 


Consolidating Existing Programs 

To streamline the administration of funding feature film production, we recom- 
mend that the resources dedicated to feature film at the Canadian Television 
Fund and Telefilm Canada be transferred to the new feature film fund. This 


would include, at minimum, the Canadian Television Fund’s $15 million and 
Telefilm’s $38 million, for a total of $53 million. 





" Michael Herman, Director of the Motion Picture Theatre Associations of Canada, 
dissented on this motion. 





6. The New Feature Film Fund: Programs 
and Governance 


Automatic Funding for Production and Marketing 


We recommend that up to 80% of the new fund reside in an envelope automati- 
cally triggered by the performance measure of Canadian box- 
office receipts in English and/or French markets as well as the 
international success the applicant has achieved — including 
festival selections, awards and prizes. All performance mea- 
sures must be objective and readily measurable. 


In the course of cross-country consultations, and during our 
own deliberations, people were unanimous about the need to 
better promote our films. Marketing is seen as crucial to their 
success or failure. Funding within this automatic envelope 
should be provided for both production and marketing. 


Selective Funding for First-Time Production and 
Training 

The remaining portion of the new feature film fund (not less than 20%) should 
be accessible to projects that do not meet the criteria of the automatic funding 
envelope. Among other things, a specific component of the fund would be 
directed to new and emerging filmmakers and mentoring and training programs. 
It should be designed to assist in the production of high-quality features 
originating from filmmakers across Canada. 


We are sympathetic to the concept — and want to echo the sentiment expressed 
during the regional consultation meetings — that having a modest additional 
investment in training would reap substantial gains. While training related to 
technical crafts will be necessary to sustain the industry’s growth, it is especially 
important to broaden the training required for new directors, screenwriters and 
producers. 


Mentoring and internship programs administered by producers and film compa- 
nies have already proven very effective in helping to develop skilled technical 
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~and administrative production staff. The mentoring approach allows capable and 


talented individuals to develop key skills under the guidance and supervision of 
professionals. 


We see great value in mentoring programs that would bring new entrants into 
the expanding field of film production management as well as into the critical 
areas of development, accounting and marketing and communications. 


Support for Canada’s Audio-visual Heritage 


We support the efforts of the Alliance for Canada’s Audio-Visual Heritage. It 
should be no surprise that we have concluded that projects that deserve support 
in production are worth preserving afterwards. To do otherwise is to neglect an 
important element of our heritage. 


Cinematheques have played a critical role in the preservation of Canada’s cine- 
matographic heritage through conservation programs, library facilities and public 
outreach. To ensure this success continues, the “selective” envelope should pro- 
vide for consideration of the cinematheques responsible for Canada’s audio-visual 
heritage. 


Governance and Funding Mechanisms 


With its network of domestic and international offices and experience in fund- 
ing features, Telefilm Canada should administer the new feature film fund. We 
recommend that the new feature film fund be governed by a joint private- and 
public-sector board of directors, with a majority of board members being industry 
representatives with real experience in feature film production and distribution. 
This board of directors would provide the policy direction and approve program 
criteria for the new fund. 





7. Partnerships with National Cultural 
Institutions 


To demonstrate its commitment to Canadian feature films, the federal govern- 
ment should assure the redirection of existing funding 
from the two premier national cultural institutions 
active in the film and broadcasting sector: Canadian 
Broadcasting Corporation/Radio-Canada and the 
National Film Board. 


Canadian Broadcasting Corporation/ 
Radio-Canada 

The Committee recognizes that the CBC/SRC has a 
valuable role to play in fostering domestic audiences 
for Canadian feature films. In its submission to 
Canadian Heritage’s Review of Canada’s Feature Film 
Policy, the CBC/SRC put forward a feature film strate- 
gy modelled on the experiences of the UK’s Channel 4. 
Instead of developing an in-house film unit, we recom- 
mend that the CBC/SRC be required to dedicate at 
least $25 million of its budget to the production of fea- 
ture films by the independent production sector 
through licence fee and equity participation. In recognition of traditional spending 
patterns, we believe one third of this money should be derived from French- 
language television and two thirds from the English-language network. 


In order to sustain this commitment over time, we recommend that the 
Canadian Radio-television and Telecommunications Commission (CRTC) 
examine in detail the CBC/SRC’s future plans for feature film support at its 
television licence renewals next year. The CRTC should ensure that the 
CBC/SRC’s commitments to feature film are commensurate with its role in the 
Canadian broadcasting system. These promises should be made conditions of 


licence. 


Anne-Marie Cadieux, 
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National Film Board of Canada 


Given its financial resources and long history of supporting a vast range of film 
projects, we recommend a partnership between the National Film Board and the 
new feature film fund. 


This alliance would see the National Film Board dedicate at minimum $5 millior 
of its annual budget to the new funding pool for feature films. This money would 
assure financial support for new writers, directors, producers and other emerging 
creative talent working in feature film. 


is 
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8. Increased Involvement from Public and 
Private Broadcasters 


We believe that the Canadian broadcasting system must play an even greater 
role in the financing, promotion and airing of independent Canadian feature 


films. 


Investment and Licence Fees 


The federal government and the CRTC must encourage 
public and private broadcasters to increase their financial 
participation in feature film production and exhibition — and 
make it a condition of licence renewals. 


We have discussed how Canada’s public broadcaster, the, 
should enhance its support to Canadian feature films through 
a $25-million commitment of its budget and new commit- 
ments at its upcoming television licence renewals. Private 
conventional broadcasters should also be required to dedicate 
a higher portion of their Canadian content spending to the 
independent production of feature films. This spending could 
come in the form of equity investments and licence fees. 


A look at the broadcasting sector’s financial participation in Telefilm Canada- 
supported feature films shows that Canadian broadcasters provided, on average, 
an insignificant contribution to total budgets. By comparison, broadcasters in 
France contributed in excess of 40% of their overall budgets for the production of 
domestic feature films. While circumstances in the two countries are obviously 
different, the point serves to illustrate that more could be done in the Canadian 


system. 


It is important to note at this point that pay-TV licensees spend a significant 
amount annually — investing in Canadian feature films and exhibiting all theatri- 
cally released Canadian feature films. Our recommendations presume that pay- 
TV will maintain, if not increase, its support annually and that the contributions 
of conventional, over-the-air and specialty channels will supplement this existing 


revenue stream to Canadian productions. 


Contributions to feature film production by the broadcasting sector (conventional, 
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~ specialty and pay) will be maximized if public and private broadcasters are 
permitted to buy only the rights for the broadcast windows for which they are 
licensed by the CRTC. That is to say, the “orderly marketplace” should be 


maintained. 


Better Scheduling 


Relevant public and private broadcasters should be required to devote a portion 
of their air time to the broadcast of Canadian features. Scheduling of these films 
should be during peak viewing periods when the greatest number of Canadians 
are able to watch them. 


Bonus Time Credit 


The CRTC should recognize the broadcast of Canadian feature films by providing 
public and private broadcasters with additional bonus time credit for Canadian 
content. 


Promotional Opportunities on Air 


We welcome recent proposals to CRTC hearings on Canadian television 
recommending that Canadian feature film promotions be exempted from the 
12-minute-per-hour advertising limit placed on broadcasts. 


Increased Revenues from “Broadcast Distribution Undertakings” 


As the incremental contribution by broadcast distribution undertakings (BDUs) 
to the Canadian Television Fund increases, the portion dedicated to feature film 
production should also rise. 
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9. Strengthening the Canadian 
Distribution Sector — 


Maintaing Policies 

If Canadian films are to have any chance of reaching audiences across the 
country, it is crucial to build and maintain a strong Canadian distribution sector. 
To ensure this, we reaffirm that any Canadian film receiving public support 
continue to be distributed in Canada by Canadian-owned and-controlled 
distributors. Furthermore, we recommend that the rules under the Investment 
Canada Act designed to support a Canadian-owned and-controlled distribution 
sector should remain." 


Strengthening Policies 


The 1996 Mandate Review Committee remarked that it was discouraging to join 
a long line of committees and task forces recognizing the difficulties created by 
allowing Canada to be treated largely as part of the US market. We feel an equal 
frustration, which increases as the years go by and no action is taken. 


One of the key problems facing the Canadian distribution sector is its lack of 
ability to compete for Canadian-only rights to non-proprietary films from outside 
Canada that are also distributed in the US. For many years, US film distributors, 
as a condition of distributing independently produced films to theatrical and 
home video markets, have uniformly insisted on obtaining Canadian distribution 
rights as well. The major studios distribute these films in Canada, while the 
smaller studios — without Canadian-based operations — sublicense the rights to a 
Canadian distributor. 


We therefore welcome the proposal developed by the Directors Guild of Canada 
and the Canadian Association of Film Distributors and Exporters to prevent the 
tied sale of US and Canadian distribution rights to non-proprietary films through 
an amendment to the Competition Act or through the drafting of a separate 
statute. 


New legislative requirements should ensure that no person distributes a non- 
proprietary feature film in Canada if it or its affiliates is also distributing the 
same film in the US unless the availability of separate Canadian rights have 
been made known and other distributors have had an equitable opportunity to 
bid on those Canadian-only rights. 





5 Michael Donovan represented the position that either quotas or tax-based incentives at the 
distribution and/or exhibition sectors could be given further consideration. 

'4 Michael Herman of the Motion Picture Theatre Associations of Canada did support further 
review of the issues relating to the distribution of non-proprietary films in Canada but did not 
feel that the legal, financial, business and political considerations had been sufficiently analyzed 
during the process to permit him to support any specific recommendation by the Committee. 


FED Ort. 
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10. Other Options Encouraging Private- 
Sector Investment 


We gave some consideration to other options that would encourage an increase 
in private investment in Canadian feature films. 


Flexibility for Telefilm’s Loan Guarantee 
Program 


Revising the criteria governing Telefilm’s loan guar- 
antee program could also provide increased incentive 
for private-sector investment in commercially focused 
feature film projects. 


Similar initiatives by Société de développement des 
enterprises culturelles in Québec, and governments in 
both the UK and Spain, have raised matching 
private capital from venture capital and banking 
sources. 


Creation of a Labour-Sponsored Capital Fund 


Labour-sponsored venture capital corporations are specially designed to provide 
venture capital to small- and mid-sized Canadian businesses. Their primary 
objective is to attract private investment, using tax incentives, to the creation 
of a stable capital pool and to encourage long-term venture capital investment 
in developing companies. 


We recommend that the federal government undertake a feasibility study to 
determine the most appropriate model for a labour-sponsored venture capital 
corporation dedicated to investing in Canadian businesses involved in the 
feature film industry. Given a promising feasibility report, the federal government 
should provide the necessary start-up funds for such a venture. 


The potential of this kind of vehicle to attract new private dollars to the 
underfunded film industry is considerable and direct costs to the government 
are proportionately small. A similar federal investment in the Working Ventures 
Fund has already generated approximately $1 billion. 
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11. Conclusion 


Few experiences are as memorable as taking in a movie. Great Canadian films 
have contributed their share of unforgettable moments to cinema audiences the 
world over. The Canadian film production industry has much to be proud of: it 
has a solid track record and its work is widely acclaimed. To continue to win 
audiences and awards, several factors must change to foster an environment in 
which the Canadian film industry can flourish. 


First and foremost, Canada must make Canadian feature films a priority. Only 
then can Canadian features break through at the box-office and truly shine on 
the silver screen. As we see it, the federal government must ensure that a mini- 
mum of $150 million per year is available for the production of Canadian feature 
films. A major portion of these funds would stem from existing sources — with an 
additional new federal government investment of $50 million. 


We firmly believe that implementing our recommendations will increase 
Canadian features’ success in all the arenas that count: box-office, screen time, 
investment levels, budget size, number of films produced annually and interna- 
tional recognition. 


Canadian filmmakers have 
many more stories to tell, 
and they have the skills 
and the experience to 
create feature films that 
the world will want to 
watch. Significant 
changes are necessary if 
our creative talent is to 
weave new tales and 
mesmerize cinema and 
television audiences at 
home and around the 
world — as it has for 
decades. 
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Appendix: Recommendations 





Where We Go from Here 


A minimum of $150 million annually — mostly from existing sources combined 
with a renewed investment of $50 million from the federal government — should 
be pooled to support the production, distribution and exhibition of Canadian fea- 
ture films. 


Amendments to Production Services Tax Credit 


1. The federal government should amend the Production Services Tax 
Credit to ensure that only Canadian feature film producers producing 
Canadian feature films for theatrical release are permitted access to 
the program. The Committee recommends that the tax credit calcula- 
tion be increased from a rate of 11% to at least 20% and that the 
calculation be made much more straightforward and be based on 
uncapped labour costs. 


A New Feature Film Fund 


2. A new feature film fund should be created, combining new and exist- 
ing resources. The fund should be directed to the production, distri- 
bution, marketing and promotion of Canadian feature films. The fund 
would comprise the following: 


¢ An infusion of at least $50 million in new federal funding 
(among the options we suggest to raise the new money is a 
3.5% levy on gross receipts of theatrical and video distributors 
operating in Canada)*; and 


¢ the consolidation of at least $53 million of the existing funds 
supporting feature films at Telefilm Canada and the Canadian 
Television Fund (Telefilm Canada, $38 million; Canadian 
Television Fund, $15 million). 


nena NT WET ST SIE TNA YRS ITE LED A SEE SIE LILES WET CT RT PLE LOTT ET TO TN EI 
* recommended by a majority of the Advisory Committee 
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The New Feature Film Fund: Programs and Governance 


3. The New Feature Film Fund should function as follows: 


© © a majority of the funds (up to 80%) should flow through an 
4, automatic trigger based on box-office receipts and international 
success; 


e no less than 20% of the funds should flow on a selective basis 
and would be targeted to projects not qualifying under the 
automatic fund as well as for emerging ee training 
and Canada’s cinematheques; and 


e the fund would be governed by a joint private- and public-sector 
board of directors, with a majority of board members being 
industry representatives. 


Partnerships with National Cultural Institutions 


4. A partnership between the feature film industry and national cultural 
institutions should be forged, with: 


® a commitment of at least $25 million from the CBC/Radio-Canada 
- two thirds of which would come from English-language televi- 
sion and one third from the French television network - directed to 
the independent production of Canadian feature films; and 


e a contribution of at least $5 million for emerging filmmakers 
from the National Film Board of Canada. 


Increased Involvement from Public and Private Broadcasters 


5. The Canadian Radio-television and Telecommunications Commission 
(CRTC) should: 


© require public and private broadcasters to allocate a percentage 
of their budgets to the financing and acquisition of Canadian 
feature films by independent producers as well as to the promo- 
tion of Canadian feature films; 


e ensure that Canadian feature films are broadcast in peak viewing 
periods; 
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¢ provide private, conventional broadcasters that air Canadian 
feature films an incentive bonus credit for Canadian content; 


¢ ensure that Canadian feature film promotions are exempted from 
the 12-minute-per-hour advertising limit placed on public and 
private broadcasters; and 


¢ ensure that, as the incremental contribution by broadcast 
distribution undertakings (BDUs) to the Canadian Television Fund 
increases, the portion dedicated to feature film production also 
rises. 


If the CRTC does not adopt these or similar measures that seek 
to increase funds flowing from its licences to the production of 
Canadian feature films as well as measures that enhance the 
promotion of Canadian feature films on air, it should be directed 
to do so by Governor-in-Council. 


Strengthening the Canadian Distribution Sector 


6. The federal government should amend the Competition Act, or draft a 
separate statute, to prevent the tied sale of US and Canadian 
distribution rights for non-proprietary films. * 


Other Options Encouraging Private-Sector Investment 


7. Options for consideration include: 


e restructuring Telefilm’s loan guarantee program to allow funds to 
attract and sustain private investment in commercially focused 
film projects; and 


¢ developing a labour-sponsored, venture capital corporation tar- 
geted at attracting capital investment to the audiovisual produc- 
tion sector. 


TT TE eT 


* recommended by a majority of the Advisory Committee 
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